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The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

Enclosed  is  the  report  on  the  audit  of  Northern  Montana  College  for 
the  two  fiscal  years  ended  June  30,  1983. 

The  audit  was  conducted  by  Peat,  Marwick,  Mitchell  and  Company 
under  a  contract  between  the  firm  and  our  office.  The  comments  and 
recommendations  contained  in  this  report  represent  the  views  of  the 
firm  and  not  necessarily  the  Legislative  Auditor. 

The  agency's  written  response  to  the  report  recommendations  is 
included  in  the  back  of  the  audit  report. 


Respectfully  submitted, 

Robert  R.  Ringwood 
Legislative  Airaitor 
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BACKGROUND 

Northern  Montana  College  (NMC)  is  a  co-educational  institution  and  one  of 
the  six  units  of  the  Montana  University  System  approved  by  the  U.S.  Office  of 
Education  for  participation  in  student  financial  aid  programs.   The  college  is 
located  in  Havre,  Montana  and  enrolls  approximately  1,650  students  working  toward 
Associate,  Bachelor,  and  Master  degrees  in  various  curricula.   Northern  Montana 
College  is  under  the  control  and  supervision  of  the  seven-member  Board  of  Regents 
of  Higher  Education. 

The  college  utilizes  the  Statewide  Budgeting  and  Accounting  System  (SBAS) 
for  its  accounting  records.   Northern  also  maintains  a  separate  EDP  system  which 
accounts  for  NDSL  balances. 

NMC  was  approved  in  1958  by  the  Office  of  Education  for  participation  in 
the  Student  Financial  Aid  Programs.   Our  examination  of  (i)  the  Natioaal  Direct 
Student  Loan  Program,  College  Work-Study  Program  and  Supplemental  Educational 
Opportunity  Grants  Program  and  (ii)  the  Pell  Grant  Program  of  NMC,  for  the  two 
years  ended  June  30,  1983,  was  directed  toward  the  objectives  set  forth  in  the 
audit  guides  dated  June  1980,  and  June  1981,  respectively,  issued  by  the  Department 
of  Education,  supplemented  to  include  the  additional  auditing  procedures  set  forth 
in  "The  Bulletin,"  issued  September  1981,  prepared  by  the  Department  of  Education. 

The  College  officials  responsible  for  overall  administration  of  the 
programs  is  the  Director  of  Financial  Aid. 

The  Financial  Aid  Office  is  responsible  for  application  processing  and 
loan  approvals,  as  well  as  the  College's  compliance  with  the  various  U.S.  Office  of 
Education  regulations  governing  the  College's  participation  in  Federal  and  State 
student  financial  aid  programs. 
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The  Controller's  Office  is  responsible  for  the  programs'  financial  manage- 
ment, general  ledger  accounting,  payments,  collections,  and  quarterly  financial 
reports  of  the  Loan  Fund. 

During  the  two  years  ended  June  30,  1983  (fiscal  year  of  the  College),  the 
College  had  other  student  financial  aid  funds  revenues  from  the  State  Student 
Incentive  Program  and  U.S.  Department  of  Health  and  Human  Services  for  nursing 
loans  and  scholarships,  and  various  private  scholarship  funds. 

The  following  presents  information  pertinent  to  each  program  as  of  or  for 
the  two  years  ended  June  30,  1983. 

National  Direct  Student  Loan  Program  (NDSL) 

Year  NDSL  Fund  was  established  1958 

Cumulative  amount  loaned  $  1,371,975 

Cumulative  number  of  students  extended  loans  1,467 

Percentage  of  total  loans  in  default  5.97% 

College  Work-Study  Program  (CWS) 

Year  CWS  Program  was  established  1966 

Wages  paid  to  students  during  the  two  years 
ended  June  30,  1983: 

Federal  share  $   102,254 

College  share  $    26,536 

Average  number  of  students  participating  200 

Supplemental  Educational  Opportunity  Grants  Program  (SEOG) 

Year  SEOG  Program  was  established  1966 
Total  dollar  value  of  Federal  expenditures 

during  the  two  years  ended  June  30,  1983  $    35,357 

Average  number  of  students  participating  43 

Pell  Grant  Program 


Year  Pell  Grant  Program  was  established  1973 

Total  dollar  value  of  Program  funds  authorized 

and  expended  during  the  two  years  ended 

June  30,  1983  $   903,806 

Average  number  of  students  participating  570 
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SCOPE  OF  AUDIT 

Our  examination  of  the  NDSL,  CWS,  SEOG,  and  Pell  Grant  Programs  was  per- 
formed in  accordance  with  the  financial  and  compliance  elements  of  the  Standards 
for  Audit  of  Governmental  Organizations,  Programs,  Activities  &  Functions  issued  by 
the  Comptroller  General  in  June  1972  (1974  Reprint)  and  the  audit  guides  prescribed 
by  the  Department  of  Education  for  NDSL,  CWS,  and  SEOG  Programs  dated  June  1980, 
and  for  the  Pell  Grant  Program  dated  June  1981,  respectively,  supplemented  to 
include  the  additional  auditing  procedures  set  forth  in  "The  Bulletin",  issued 
September  1981,  prepared  by  the  Department  of  Education. 

The  purpose  of  the  audit  was  to  formulate  an  opinion  on  the  basic  finan- 
cial statements  taken  as  a  whole  and  to  determine  if  these  programs  were  admin- 
istered in  accordance  with  applicable  laws,  regulations,  terms  of  agreements,  and 
Department  of  Education  (ED)  directives  which  are  set  forth  in  the  audit  guides. 

The  examination  included: 

1.  Expressing  an  opinion  on  the  NDSL,  CWS,  and  SEOG  Balance 
Sheets,  related  Statements  of  Changes  in  Fund  Balances, 
supplementary  schedules,  and  the  Pell  Grant  Statement 

of  Changes  in  Fund  Balance  and  the  related  June  30 
Progress  Reports,  Section  II,  "Report  of  Expenditures 
and  Recipients"  -  Column  A. 

2.  Evaluating  the  College's  policies,  procedures,  and 
practices  used  to  administer  the  programs. 

3.  Determining  compliance  with  applicable  sections  of  the 
acts,  related  Federal  regulations,  and  ED  policies  and 
procedures . 

A.  Evaluating  the  College's  systems  of  internal  control, 
accounting  and  reporting,  and  the  controls  maintained 
in  the  operation  of  and  accounting  for  the  funds  pro- 
vided for  the  programs. 

5.   Reconciling  the  information  reported  on  the  appropriate 
financial  statements  with  ED  Form  646  for  the  years 
examined. 
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As  pare  of  our  examination,  we  obtained  confirmation  from  selected  stu- 
dents for  SEOG  awards,  NDSL  loan  balances,  CWS  salaries  earned  and  Pell  Grant 
awards  during  the  period  under  audit.   We  mailed  requests  for  confirmations  to  stu- 
dents participating  in  the  campus-based  programs.   This  represented  approximately 
13%  of  the  dollar  amount  of  SEOG  grant  awards  for  the  two  years  ended  June  30, 
1983,  13%  of  the  dollar  amount  of  NDSL  loan  balances  at  June  30,  1983,  2%  of  the 
dollar  amount  of  the  Pell  Grant  awards  for  the  two  years  ended  June  30,  1983. 
Confirmations  were  returned  by  22  students,  of  which  21  were  in  agreement  and  1 
indicated  lack  of  agreement.   Forty-one  of  the  confirmation  requests  were  not 
returned  by  the  students.   These  forty-two  balances  were  verified  by  the  applica- 
tion of  alternative  auditing  procedures. 

The  examination  covered  the  period  July  1,  1981  through  June  30,  1983,  and 
the  field  work  was  performed  during  the  months  of  September  and  October  1983  at  the 
College's  business  and  student  financial  aid  offices. 
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PART  II  -  HIGHLIGHTS  OF  AUDIT  RESULTS 
Our  opinion  on  the  basic  financial  statements  appears  on  pages  III-l  and 
III-2  of  this  report.   During  our  examination  nothing  came  to  our  attention  which 
caused  us  to  believe  that  Northern  Montana  College  has  not  generally  administered 
its  student  aid  programs  (NDSL,  CWS,  SEOG,  Pell  Grant)  in  accordance  with  the  ED 
Federal  Regulations  and  directives  cited  in  the  Audit  Guides  for  NDSL,  CWS,  SEOG, 
and  Pell  Grant  programs.   However,  the  institutions  management  of  student  aid 
programs  could  be  improved  in  the  area  of  calculating  refunds  under  Title  IV 
programs.   As  more  fully  discussed  on  page  IV-3  of  this  report  under  the  "Findings 
and  Recommendations"  section. 
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Peat,  Marwick,  Mitchell  &  Co. 
P£/Vr  Certified  Public  Accountants 
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PART  III  -  FINANCIAL 
ACCOUNTANTS'  REPORT  ON  FINANCIAL  STATEMENTS  AND  SCHEDULES 


The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

We  have  examined  the  balance  sheets  of  the  National  Direct  Student  Loan  (NDSL) , 
College  Work-Study  (CWS) ,  Supplemental  Educational  Opportunity  Grants  (SEOG),  and 
Pell  Grant  Programs  of  Northern  Montana  College  as  of  June  30,  1983  and  1982,  and 
the  related  statements  of  changes  in  fund  balances  for  the  two  years  then  ended. 
Our  examinations  were  made  in  accordance  witn  the  financial  compliance  elements  of 
the  Standards  for  Audit  of  Governmental  Organizations,  Programs,  Activities  and 
Functions  issued  by  the  Comptroller  General  of  the  United  States  (1981  Revision). 
Accordingly,  we  conducted  such  tests  of  the  accounting  records  and  such  other 
auditing  procedures  as  we  considered  necessary  in  the  circumstances.   The  Guide  for 
Audits  of  NDSL,  CWS  and  SEOG  Programs,  Department  of  Education,  issued  June  1980, 
and  the  Guide  for  Audits  of  Pell  Grant  Program,  Department  of  Education  issued  June 
1981  supplemented  to  include  the  additional  auditing  procedures  set  forth  in  "The 
Bulletin",  Department  of  Education,  issued  September  1981,  were  used  as  a  guide  in 
the  examination. 

Cumulative  information  for  the  period  from  inception  to  June  30,  1983  presented  in 
the  statement  of  changes  in  fund  balances,  supplemental  analysis  of  student  loans 
receivable  of  the  NDSL  Program  and  schedule  of  computation  of  default  rate  of  the 
NDSL  Program  is  based,  in  part,  on  prior  years'  financial  statements  that  were  not 
examined  by  us.   Accordingly,  we  do  not  express  an  opinion  on  such  cumulative 
information. 

In  our  opinion,  except  for  the  cumulative  information  for  the  period  from  inception 
to  June  30,  1983,  the  aforementioned  financial  statements  present  fairly  the  finan- 
cial position  of  the  NDSL,  CWS,  and  SEOG  Programs  of  Northern  Montana  College  at 
June  30,  1983  and  the  changes  in  fund  balances  for  the  two-year  period  then  ended 
and  the  changes  in  fund  balance  of  the  Pell  Grant  Program  for  the  two-year  period 
ended  June  30,  1983,  in  conformity  with  generally  accepted  accounting  principles 
applied  on  a  basis  consistent  with  that  of  the  preceding  period. 
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Our  examination  was  made  for  the  purpose  of  forming  an  opinion  on  the  basic  finan- 
cial statements  as  of  and  for  the  two  years  ended  June  30,  1983  taken  as  a  whole. 
The  information  included  in  Schedules  1  through  8  and  in  the  annual  Progress 
Reports  (Form  255-3)  for  the  years  ended  June  30,  1983  and  1982  is  presented  for 
purposes  of  additional  analysis  and  is  not  a  required  part  of  the  basic  financial 
statements.   Such  information,  except  for  that  portion  marked  "unaudited",  on  which 
we  express  no  opinion,  has  been  subjected  to  the  auditing  procedures  applied  in  the 
examination  of  the  basic  financial  statements,  and  in  our  opinion,  is  fairly  stated 
in  all  material  respects  in  relation  to  the  basic  financial  statements  taken  as  a 
whole. 


October  7 ,  1983 


NORTHERN  MONTANA  COLLEGE 
NATIONAL  DIRECT  STUDENT  LOAN  PROGRAM 

Balance  Sheet 

June  30,  1983 
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Exhibit  A 


Assets 


Cash  in  bank 

Student  loans  receivable  (see  Schedule  1) 
Less  allowance  for  doubtful  accounts 

Total  assets 


$  461,852 
48,625 


$   23,718 


413,227 

$  436,945 


Fund  Balances 


Fund  balances  (deficit) : 
Capital: 

Federal  contributions: 
Authorized 
Repaid 
Balance 

College  contributions: 
Authorized 
Repaid 
Balance 

Noncapital  deficit  (Exhibit  A-1) 

Total  fund  balances 


590,650 

590,650 

72,800 

7  2,800 
(226,505) 
$  436,945 


See  accompanying  notes  to  financial  statements. 
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Exhibit  A-1 


NORTHERN  MONTANA  COLLEGE 
NATIONAL  DIRECT  STUDENT  LOAN  PROGRAM 

Statement  of  Changes  in  Fund  Balances 

Two-year  period  ended  June  30,  1983 
and  the  period  from  inception  to  June  30,  1983 


Period  from 
inception  to 
June  30,  1983 
(unaudited) 


Noncapital  deficit: 
Additions: 

Interest  on  loans  -  collected 
Interest  on  loans  -  cancelled 
Reimbursement  on  loans  -  cancelled 
Interest  on  investments 
Total  additions 

Deductions: 

Loan  principal  and  interest  cancelled; 
Teaching  service 
Death 

Disability 
Bankruptcy 


Administrative  expenses 
Cost  of  litigation  and  other 

collection  costs 
Provision  for  doubtful  loans 
Loan  principal  and  interest  assigned 

Total  deductions 

Net  decrease  for  the  period 

Fund  deficit,  beginning  of  period 
Fund  deficit,  end  of  period 


111,912 


222,715 
6,278 
4,899 
6,343 

240,235 

23,908 

18,436 

48,625 

7,213 

338,417 

(226,505) 


$(226,505) 


Two-year 
period  ended 
June  30,  1983 


$ 

58,929 

11,428 

27,301 

2,058 

22,787 

6,848 

2,895 

2,895 

23,229 


3,813 

1,262 

4,899 

528 

10,502 

4,176 

1,111 

48,625 

7,213 

71,627 

(48,398) 

(178,107) 
(226,505) 


Capital  fund  balances: 

Fund  balances ,  beginning  of 

period 
Add  authorized  contributions 
Fund  balances ,  end  of  period 


$ 

590,650 
$  590,650 


Contributions 


Federal    College    Federal    College 


7  2,800 
72,800 


584,880 

5,770 

590,650 


67,828 

4,972 

72,800 


(The  amounts  reported  on  the  statement  of  changes  in  fund  balances  for  the  NDSL 

Program  agree  with  the  amounts  reported  on  the  Department  of  Education  Fiscal 

Operations  Report  ED  Form  646  except  as  described  in  note  2  of  the  notes  to  finan- 
cial statements.) 


See  accompanying  notes  to  financial  statements. 


NORTHERi^I  MONTANA  COLLEGE 
COLLEGE  WORK-STUDY  PROGRAM 

Balance  Sheet 

June  30,  1983 
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Exhibit  B 


Assets 


Accounts  receivable 

Total  assets 


Liabilities  and  Fund  Balance 


Due  to  other  funds 
Accrued  expenses 

Total  liabilities 
Fund  balance 

Total  liabilities  and  fund  balance 


$  13,513 


$  13,513 


7,221 

6,292 

13,513 

$  13,513 


See  accompanying  notes  to  financial  statements. 
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NORTHERN  MONTANA  COLLEGE 
COLLEGE  WORK-STUDY  PROGRAM 

Statement  of  Changes  in  Fund  Balance 
Two-year  period  ended  June  30,  1983 


Additions: 

Total  grant  award  authorizations 
Deduct  amount  of  grant  awards  not  requested 
or  deposited  (unexpended  CWS  grant  award 
authorizations) 

Funds  provided  by  Federal  Government 

Add: 

Funds  provided  by  College 
Funds  provided  by  other  agencies 
Total  additions 

Deductions: 
Wages : 

Federal  share 
College  share 
Other  agencies  share 


Administrative  expenses 
Total  deductions 

Net  increase  for  the  period 

Fund  balance,  beginning  of  period 

Fund  balance,  end  of  period 


$  102,254 

26,536 

7,913 

136,703 

15,403 


$  132,724 

15,067 
117,657 


26,536 

7,913 

152,106 


152,106 


(The  amounts  reported  on  the  statement  of  changes  in  fund  balance  for  the  CWS 
Program  agree  with  the  amounts  reported  on  the  Department  of  Education  Fiscal 
Operations  Report  ED  Form  646.) 


See  accompanying  notes  to  financial  statements. 
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NORTHERl^  MONTANA  COLLEGE 
SUPPLEl-IENTAL  EDUCATIONAL  OPPORTUNITY  GRANTS  PROGRAM 

Balance  Sheet 

June  30,  1983 

Assets 
Cash  $  250 


Liabilities  and  Fund  Balance 
Fund  balance  $  250 


See  accompanying  notes  to  financial  statements. 
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NORTHERN  MONTANA  COLLEGE 
SUPPLEMENTAL  EDUCATIONAL  OPPORTUNITY  GRANTS  PROGRAM 

Statement  of  Changes  in  Fund  Balance 

Two-year  period  ended  June  30,  1983 


Additions: 

Total  grant  award  authorizations 

Deductions: 

Initial  awards 
Continuing  awards 

Total  deductions 

Net  increase  for  the  period 

Fund  balance,  beginning  of  period 

Fund  balance,  end  of  period 


$  15,236 
20,121 


$  35,607 


35,357 


250 


250 


(Tne  amounts  reported  on  the  statement  of  changes  in  fund  balance  for  the  SEOG 
Program  agree  with  the  amounts  reported  on  the  Department  of  Education  Fiscal 
Operations  Report  ED  Form  646.) 


See  accompanying  notes  to  financial  statements. 


NORTHERJNJ  MONTANA  COLLEGE 
PELL  GRANT  PROGRAM 

Balance  Sheet 

June  30,  1983 

Assets 

None 

Liabilities  and  Fund  Balance 

None 
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See  accompanying  notes  to  financial  statements. 
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Exhibit  D-1 

NORTHERN  MONTANA  COLLEGE 
PELL  GRANT  PROGRAM 

Statement  of  Changes  in  Fund  Balance 
Two-year  period  ended  June  30,  1983 

Additions: 

Current  ED  approved  authorization  $  912,962 

Deduct  -  funds  not  requested  49  353 

Transfers  360 

Total  funds  provided  863,969 

Deductions: 

Gross  awards  to  students  906,887 

Less  recoveries  3,081 

Total  deductions  903,806 

Net  decrease  for  the  period  (39,837) 

Fund  balance,  beginning  of  period  39,837 

Fund  balance,  end  of  period  $ 


(The  above  amounts  agree  with  the  amounts  reported  on  the  Progress  Reports  (Form 
255-3)  for  the  two  years  ended  June  30,  1983,  except  as  described  in  note  3  of  the 
notes  to  financial  statements). 

See  accompanying  notes  to  financial  statements. 
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NORTHERN  MONTANA  COLLEGE 
Notes  Co  Financial  Statements 
June  30,  1983 

(1)  Summary  of  Significant  Accounting  Policies 

The  accompanying  financial  statements  of  the  NDSL,  CWS ,  SEOG  and  Pell  Grant 
Programs  at  Northern  Montana  College  have  been  prepared  in  accordance  with 
generally  accepted  accounting  principles  and  provide  for  use  of  the  accrual 
basis  of  accounting.   Except  as  described  in  the  following  paragraph, 
generally  accepted  accounting  principles  are  in  agreement  with  the  accounting 
practices  prescribed  for  such  programs  by  the  Department  of  Health  and 
Human  Services  (DHHS)  in  the  Terms  of  Agreement  and  Department  of 
Education  (ED)  fiscal  control  and  fund  accounting  procedures. 

The  prescribed  practices  for  the  NDSL  Program  do  not  provide  for  accrual  of 
interest  on  student  loans  receivable,  or  for  the  establishment  of  an 
allowance  for  doubtful  loans  and  interest  receivable.   Accordingly, 
interest  on  loans  is  recorded  as  received  and  uncollectible  loans  are 
not  recognized  until  the  loans  are  cancelled  or  written  off  in  conformity 
with  NDSL  Program  requirements.   These  practices  do  not  conform  with 
generally  accepted  accounting  principles. 

In  order  to  fully  disclose  the  financial  position  of  the  NDSL  loan  fund,  an 
allowance  for  doubtful  loans  is  reported  in  the  financial  statements; 
however,  the  amounts  are  not  included  in  the  data  submitted  to  ED  on  the 
Fiscal  Operations  Report  for  the  NDSL  Program.   An  amount  for  accrued 
interest  receivable  and  an  allowance  for  doubtful  interest  receivable 
are  not  reported  due  to  the  amounts  not  being  material. 

(2)  Reconciliation  of  Financial  Statements  to  ED  Fiscal  Operations  Reports 

Per  ED 
Per         Fiscal 
financial    Operations 
statements     Report     Differences 

National  Direct  Student 
Loan  Program: 

Allowance  for  doubtful  loans    $  48,625         -         48, 625(a) 
Provision  for  doubtful  loans      48.625         -         48'625(a) 

Explanation  of  differences: 

(a)  Adjustments  to  financial  statements  to  recognize  the  provision  for 
doubtful  loans  not  required  to  be  reported  on  the  ED  Fiscal 
Operations  Report  (see  note  1). 
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Notes  to  Financial  Statements 
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(3)  Reconciliation  of  Financial  Statements  to  ED  Progress  Reports  (Form  255-3) 


Pell  grant: 

Current  ED  approved 

authorization 
Funds  not  requested 
Transfers 


Per 

financial 
statements 


$  912,962 

49,353 

360 


Per  ED 

Progress 

Report 

(Form  255-3) 


876,750 


Differences 


36, 212(a) 

49, 353(b) 

360(c) 


Explanation  of  differences: 

(a)  Requested  authorization  adjustment. 

(b)  Funds  not  requested  by  institution. 

(c)  Expenditures  between  years  of  amounts  awarded  to  students. 
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NORTHERN  MONTANA  COLLEGE 
NATIONAL  DIRECT  STUDENT  LOAN  PROGRAM 

Analysis  of  Student  Loans  Receivable 

Two-year  period  ended  June  30,  1983 
and  the  period  from  inception  to  June  30,  1983 


Balance,  beginning  of  period 
Funds  advanced  to  students 


Less  credits: 
Collections 
Cancellations: 

Teaching  service 

Death 

Bankruptcy 

Disability 

Loan  principal  assigned 

Total  credits 
Balance,  end  of  period 


Period  from 
inception  to 
June  30,  1983 
(unaudited) 


$ 


1,371,97  5 
1,371,97  5 


689,976 

197,391 
6,220 
6,010 
4,050 
6,47  6 

910,123 

$   461,852 


Two-year 
period  ended 
June  30,  1983 

466,319 
136,670 
602,989 


125,479 

3,369 

1,244 

519 

4,050 

6,476 


141,137 


461,852 


(The  amounts  reported  on  the  Analysis  of  Student  Loans  Receivable  for  the  NDSL 
Program  agree  with  the  amounts  reported  on  the  Department  of  Education  Fiscal 
Operations  Report  ED  Form  646). 
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NORTHERN  MONTANA  COLLEGE 
NATIONAL  DIRECT  STUDENT  LOAN  PROGRAM 

Computation  of  Default  Rate 

June  30,  1983 

(Cumulative  Information) 

(Unaudited) 

Principal  Outstanding  on  Loans  in  Default 

Total  amount  advanced  on  loans  in  default  $    95,044 

Deduct  principal  amount  repaid  24 ,791 

Total  remaining  principal  amount,  which 

has  neither  been  paid,  cancelled  nor 

assigned  on  all  notes  in  default  $    70,253 

Total  Amount  of  Matured  Principal 

Total  amount  advanced  -  all  borrowers  1 ,37 1 ,97  5 

Deduct  amounts  not  in  repayment  status: 

Student  status  $  175,975 

Grace  period  (armed  forces.  Peace  Corps, 

Vista,  hardship)  21 ,085 

Total  amounts  not  in  repayment  status  197 ,060 

Total  amount  of  matured  principal  $  1 ,  174,915 

Percentage  of  Loans  in  Default 
$70,253  divided  by  $1,174,915  5.97% 


c 


NORTHERN  MONTANA  COLLEGE 
NATIONAL  DIRECT  STUDENT  LOAN  PROGRAM 

Analysis  of  Cash  Flow 

Two-year  period  ended  June  30,  1983 
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Cash  balance,  beginning  of  period 

Add: 

Contributions: 
Federal 
College 

Reprogrammed  funds: 
Collections 

Interest  on  loans  -  collected 
Reimbursements  on  loan  cancellations 
Interest  on  investments 

Total  cash  available  for  the  period 

Funds  applied: 

Funds  advanced  to  students 
Administrative  expenses 

Cost  of  litigation  and  other  collection  costs 
Total  funds  applied 


8,283 


5,770 
4,972 


136,670 
4,176 
1,111 


10,742 


125,479 

11,428 

6,848 

2,895 

165,675 


141,957 


Cash  balance,  end  of  period 


$  23,718 


( 


e 


NORTHERN  MONTANA  COLLEGE 
Administrative  Cost  Allowance 
Two  years  ended  June  30,  1983 
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Total  administrative  cost  allowance  (NDSL,  CWS, 
SEOG  and  Pell  Grant  Programs) 

Deduct  expenditures  related  to  administering 
NDSL,  CWS,  SEOG  and  Pell  Grant  student 
financial  aid  programs: 
Salaries 
Office  supplies 
Communications 
Other 

Total  expenditures  directly  related  to 
administering  all  Title  IV  Federal 
student  financial  aid  programs 


$  22,197 

703 

762 

36 


$  17,393 


23,698 


Deficiency  of  cost  allowance 


S  (6,305) 


NORTHERN  MONTAI>JA  COLLEGE 
NATIONAL  DIRECT  STUDENT  LOAN  PROGRAM 

Statements  of  Changes  in  Fund  Balance 

Years  ended  June  30,  1983  and  1982 

(Unaudited) 
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Noncapital  deficit: 
Additions: 

Interest  on  loans  -  collected 
Interest  on  loans  -  cancelled 
Reimbursement  on  loans  -  cancelled 
Interest  on  investments 

Total  additions 

Deductions: 

Loan  principal  and  interest  cancelled: 
Teaching  service 
Death 
Bankruptcy 
Disability 


Administrative  expenses 

Cost  of  litigation  and  other  collection  costs 

Provision  for  doubtful  loans  (note  2) 

Loan  principal  and  interest  assigned 


Total  deductions 

Net  increase  (decrease)  for  the  period 
Fund  deficit,  beginning  of  period 
Fund  deficit,  end  of  period 


1983 


5,845 
1,912 

6,848 
2,831 

17,436 


68,059 
(50,623) 
(175,882) 
$(226,505) 


1982 


5,583 
146 

64 

5,793 


2,665 

1,148 

616 

646 

4,899 

- 

528 

- 

8,708 

1,794 

2,768 

1,408 

745 

366 

48,625 

- 

7,213 

- 

3,568 
2,225 
(178,107) 
(175,882) 


Contributions 


Capital  fund  balances: 

Fund  balances ,  beginning  of  period 
Add  authorized  contributions 

Fund  balances ,  end  of  period 


Federal    College    Federal    College 


$  590,650 


$  590,650 


69,604    584,880 
3,196      5,770 

7  2,800    590,650 


67,828 
1,776 

69,604 


i 


NORTHERN  MONTANA  COLLEGE 
COLLEGE  WORK-STUDY  PROGRAM 

Statements  of  Changes  in  Fund  Balance 

Years  ended  June  30,  1983  and  1982 

(Unaudited) 
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Additions: 

Total  grant  award  authorizations 
Deduct  amount  of  grant  awards  not 
requested  or  deposited  (unexpended 
CWS  grant  authorizations) 

Funds  provided  by  Federal  Government 
Funds  provided  by  College 
Funds  provided  by  other  agencies 

Total  additions 

Deductions: 

Wages  -  on  campus: 
Federal  share 
College  share 

Wages  -  off  campus 
Administrative  expenses 

Total  deductions 

Net  increase  for  the  year 

Fund  balance,  beginning  of  year 

Fund  balance,  end  of  year 


1983 


$    56,908 


(7.175) 

49,733 

13,830 

4,052 

67,615 


41,788 

13,830 

55,618 

4,052 

7,945 

67,615 


1982 


75,816 


(7,892) 

67,924 

12,706 

3,861 

84,491 


60,466 

12,706 

73,172 

3,861 

7,458 

84,491 


111-18 
Schedule  7 


NORTHERN  MONTANA  COLLEGE 
SUPPLEMENTAL  EDUCATIONAL  OPPORTUNITY  GRANTS  PROGRAM 

Statements  of  Changes  in  Fund  Balance 

Years  ended  June  30,  1983  and  1982 

(Unaudited) 


Additions: 

Total  grant  award  authorizations  and 
requested 

Deduct  amount  of  grant  awards  not 
requested  or  deposited  (unexpended 
SEOG  grant  authorizations) 

Total  additions 

Deductions: 

Initial  awards 
Continuing  awards 
Administrative  expenses 

Total  deductions 

Net  increase  for  the  year 

Fund  balance,  beginning  of  year 

Fund  balance,  end  of  year 


1983 


$  16,207 


16 

,207 

5 

,659 

10 

,298 

- 

15 

,957 

250 

- 

1982 


19,400 


19,400 


9,577 
9,823 


19,400 


$    250 


f 


NORTHERN  MONTANA  COLLEGE 
PELL  GRANT  PROGRAM 

Statements  of  Changes  in  Fund  Balance 

Years  ended  June  30,  1983  and  1982 

(Unaudited) 


Additions: 

Current  ED  approved  authorization  (note  3) 
Deduct  -  Funds  not  requested  (note  3) 
Transfers  (note  3) 

Total  additions 

Deductions : 

Gross  awards  to  students 
Less  recoveries 

Total  deductions 

Net  decrease  for  the  period 

Fund  balance,  beginning  of  period 

Fund  balance,  end  of  period 
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1983  1982 


$ 

476,249 
(981) 
662 

436,713 
(48,372) 
(302) 

475,930 

388,039 

477,179 
(930) 

429,708 
(2,151) 

476,249 

427,557 

(319) 

(39,518) 

319 

39,837 

$ 

- 

319 
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PART  IV  -  INTERNAL  ACCOUNTING  AND 
ADMINISTRATIVE  CONTROLS  AND  COMPLIANCE 

ACCOUNTANTS'  REPORT  ON  INTERNAL  ACCOUNTING 
AND  ADMINISTRATIVE  CONTROLS  AND  COMPLIANCE 


The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

We  have  examined  the  financial  statements  on  the  NDSL,  CWS,  SEOG  and  Pell  Grant 
Programs  of  Northern  Montana  College  for  the  two  years  ended  June  30,  1983.   Our 
opinion  on  the  above  statements  is  contained  on  pages  III-l  and  III-2  of  this 
report.   As  a  part  of  our  examination,  we  have  made  a  study  of  the  College's  system 
of  internal  accounting  control  to  the  extent  we  considered  necessary  to  evaluate 
the  system  as  required  by  "Standards  for  Audit  of  Governmental  Organizations, 
Programs,  Activities  and  Functions"  issued  by  the  Comptroller  General  of  the  United 
States  (1981  Revision).   Under  these  standards,  the  purpose  of  such  evaluation  is 
to  establish  a  basis  for  reliance  thereon  in  determining  the  nature,  timing,  and 
extent  of  other  auditing  procedures  that  are  necessary  for  expressing  an  opinion  on 
the  financial  statements. 

We  have  also  made  a  study  of  those  internal  accounting  control  and  administrative 
control  procedures  of  Northern  Montana  College  that  we  considered  relevant  to  the 
criteria  established  by  the  Department  of  Education  as  set  forth  in  Sections  3.2, 
3.3,  3.4  and  3.5  of  its  Audit  Guide,  issued  July  1980,  as  revised  by  The  Bulletin, 
Department  of  Education,  September  1981  and  Sections  3.2  and  3.3  of  its  Audit  Guide 
dated  June  1981.   Our  study  included  tests  of  compliance  with  such  procedures 
during  the  period  from  July  1,  1981  to  June  30,  1983. 

The  objective  of  internal  accounting  control  is  to  provide  reasonable,  but  not 
absolute,  assurance  as  to  the  safeguarding  of  assets  against  loss  from  unauthorized 
use  or  disposition,  and  the  reliability  of  financial  records  for  preparing  finan- 
cial statements  and  maintaining  accountability  for  assets.   We  understand  that  the 
objective  of  those  administrative  control  procedures  comprehended  in  the  Department 
of  Education  criteria  is  to  provide  similar  assurance  as  to  compliance  with  its 
related  requirements.   The  concept  of  reasonable  assurance  recognizes  that  the  cost 
of  a  system  of  internal  control  should  not  exceed  the  benefits  derived  therefrom 
and  also  recognizes  that  the  evaluation  of  these  factors  necessarily  requires  esti- 
mates and  judgements  by  management. 


IV-2 

There  are  inherent  limitations  that  should  be  recognized  in  considering  the  poten- 
tial effectiveness  of  any  system  of  internal  control.   In  the  performance  of  most 
control  procedures,  errors  can  result  from  misunderstanding  of  instructions,  mista- 
kes of  judgment,  carelessness,  or  other  personal  factors.   Control  procedures  whose 
effectiveness  depends  upon  segregation  of  duties  can  be  circumvented  by  collusion. 
Similarly,  control  procedures  can  be  circumvented  intentionally  by  management  with 
respect  either  to  the  execution  and  recording  of  transactions  or  with  respect  to 
the  estimates  and  judgments  required  in  the  preparation  of  financial  statements. 
Further,  projection  of  any  evaluation  of  internal  control  to  future  periods  is  sub- 
ject to  the  risk  that  the  procedures  may  become  inadequate  because  of  changes  in 
conditions  and  the  degree  of  compliance  with  the  procedures  may  deteriorate. 

We  understand  that  procedures  in  conformity  with  the  criteria  referred  to  in  the 
second  paragraph  of  this  report  are  considered  by  the  Department  of  Education  to  be 
adequate  for  its  purposes  in  accordance  with  the  provisions  of  the  Higher  Education 
Act  of  1965  and  related  regulations,  and  that  procedures  not  in  conformity 
therewith  indicate  some  inadequacy  for  such  purposes.   Based  on  this  understanding 
and  on  our  study,  we  believe  the  College's  procedures  are  adequate  for  the 
Department's  purposes. 

This  report  is  intended  for  use  in  connection  with  the  grants  to  which  it  refers 
and  should  not  be  used  for  any  other  purpose. 


October  7 ,  1983 
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FINDINGS  AND  RECOMMENDATIONS  -  INTERNAL  ACCOUNTING 
AND  ADMINISTRATIVE  CONTROLS  AND  COMPLIANCE 


Refund  Procedures 

The  College  presently  determines  the  portion  of  the  refund  to  be  returned  to  the 
Title  IV  programs  by  calculating  the  students  refund  and  then  applying  the  refund, 
first  to  Pell  Grant  and  second  to  SEOG.   The  Code  of  Federal  Regulations  require 
that  the  amount  of  refund  to  be  returned  to  the  Title  IV  programs  is  to  be  calcu- 
lated as  follows: 

Total  amount  of  Title  IV  (minus  CWS  earnings) 

Student  awarded  for  the  payment  period 

refund   X        Total  amount  of  aid  (minus  CWS  earnings) 

awarded  for  the  payment  period 

The  College  also  does  not  allocate  the  refund  in  accordance  with  the  institutions 
policy.   Refunds  are  first  applied  against  Pell  Grant  awards  and  then  to  SEOG 
awards.   The  current  policy  is  to  apply  refunds  first  to  any  loans  received  for  the 
period,  second  to  Pell  Grant  and  third  to  the  SEOG, 

We  recommend  the  College  calculate  the  amount  of  refund  to  be  returned  to  Title  IV 
programs  as  required  by  the  Code  of  Federal  Regulations  and  comply  with  or  change 
the  policy  regarding  the  application  of  refund  amounts  to  the  Title  IV  programs. 


V-1 
PART  V  -  PRIOR  AUDIT  REPORT 

During  our  current  examination  of  the  National  Direct  Student  Loan  Program,  College 
Work-Study  Program,  Supplemental  Educational  Opportunity  Grant  Programs  and  Pell 
Grant  Program,  we  noted  that  the  College  had  taken  actions  to  implement  the  recom- 
mendations in  the  prior  period  report  except  for  the  following  recommendation  which 
is  repeated  as  follows: 

Maintenance  of  Level  of  Effort 

For  each  fiscal  year  an  institution  receives  an  allocation  of  funds  under 
the  CWS  and  SEOG  programs,  it  is  required  to  spend  a  certain  amount  in  its 
own  scholarship  and  student  aid  programs  (maintenance  of  effort).   In 
calculating  their  expenditures  for  maintenance  of  effort,  Northern  Montana 
College  (NMC)  used  June  SBAS  reports  rather  than  fiscal  year-end  reports 
and  included  the  off-campus  employers'  share  of  CWS  matching  funds.   This 
resulted  in  a  net  understatement  of  maintenance  of  effort  in  fiscal  year 
1979-80  of  $173  and  a  net  overstatement  in  fiscal  year  1980-81  of  $26,025. 

In  fiscal  year  1980-81,  institutions  were  required  to  calculate  a  new 
three-year  average  of  maintenance  of  effort  based  on  fiscal  year  1979, 
1980,  and  1981  expenditures  in  its  own  student  aid  programs.   The 
calculated  average  is  the  minimum  NMC  can  spend  in  subsequent  years  to 
meet  their  maintenance  of  effort.   With  the  misstatements  noted  above, 
NMC's  three-year  average  is  overstated.   This  error  requires  NMC  to 
maintain  a  higher  level  of  effort  than  necessary. 

Recommendation 

We  recommend  Northern  Montana  College  recalculate  their  three-year 
average  using  fiscal  year-end  SBAS  reports  and  exclude  off-campus 
employers'  share  of  matching  funds. 


NORTHERN  MONTANA  COLLEGE 

Montana  University  System 
HAVRE  59501 


=  .S  NESS  OFFICE 


December  1,  1983 


Peat,  Marwick,  Mitchell  &  Co. 
800  Granite  Tower 
Billings,  MT   59101 

Dear  Sirs: 

Enclosed  please  find  Northern  Montana  College's  response  to  the 
recommendations  in  the  audit  report.  Should  any  further  explanation 
be  necessary,  please  contact  me. 


William  R.  Byars 
Director  of  Fisc 


irs 


WRB/lj 
Enclosure 


SOUTHERN   MONTANA  COLLEGE  IS  A  UNIT  OF  THE  MONTANA  UNIVERSITY  SYSTEM.  THE  OTHER  COMPONENT  INSTITUTIONS  OF  WHICH  ARE  UNIVERSITY  OF  MONTANA  AT 
W)SSOULA    MONTANA  STATE  UNIVERSITY  AT  B02EMAN.  MONTANA  COLLEGE  OF  MINERAL  SCIENCE  AND  TECHNOLOGY  AT  BUTTE,  WESTERN  MONTANA  COLLEGE  AT  DILLON 

AND  EASTERN  MONTANA  COLLEGE  AT  BILLINGS. 


Agency  Response  to  Audit  of 
Northern  Montana  College  Financial  Aid  Program 


Recommendation  //I 

We  recommend  the  College  calculate  the  amount  of  refund  to 
be  returned  to  Title  IV  programs  as  required  by  the  Code  of  Fed- 
eral Regulations  and  comply  with  or  change  the  policy  regarding 
the  application  of  refund  amounts  to  the  Title  IV  programs. 

Response 

Concur.  Northern  Montana  College  will  bring  policies  into 
compliance  with  the  Code  of  Federal  Regulations  and  will  comply 
with  this  policy. 

Recommendation  //2 

We  recommend  Northern  Montana  College  recalculate  their  three- 
year  average  using  fiscal  year  end  SBAS  reports  and  exclude  off- 
campus  employer's  share  of  matching  funds. 

Response 

Concur.  Northern  Montana  College  will  use  the  recommended 
method  for  calculation  of  maintenance  of  effort. 


